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fDetroit Seen as Discouraging 
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iNew-Car Warranty Repairs 


By Morton Mintz 

l Washington Post Staff Writer 
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lA secret report on new-car 
warranties by staff members 
of the Federal Trade Commis- 
sion (blames Detroit for much 
of the trouble buyers of defec- 
tive ears have when they seek 
satisfaction from dealers. 

According to the report, a 
muain problem involves the 
reimbursement given by the 
auto makers for -warranty 
work. 

The report says the compen- 
sation. ds so slow as to be “an 
inducement” for some dealers 
to sham the work, devise ex- 
cuses for rejecting it, avoid 
working on cars they do take 
in, or perform the repairs with 
“poorer (mechanics.” 

Charger Challenged 

By undisclosed means, a 
copy of the 194-page report 
was obtained by Ralph Nader. 
Tfce auto industry critic said 
that the report was completed 
last spring, was released pri- 


vately by .the FTC to the car 
makers and an auto dealer 
group, and has been withheld 
even from concerned Govern- 
ment agencies. 

Nader charged that the FTC 
thus gave (the industry “pref- 
erential treatment” and, in an 
atmosphere of “Byzantine se- 
crecy,”, permitted it ito apply 
pressure to change the staff’s 
findings and conclusions. He 
also said that Chairman Paul 
Rand Dixon “has never even 
conceded the possibility that 
this report will ever be re- 
leased.” 

Dixon could not be reached 
yesterday. However, a Com- 
mission source sharply • dis- 
puted Nader. The source said 
that Dixon from the start has 
been “eager” to get the report 
out, and probably will do so 
within a few days, along with 
an announcement of FTC 
hearings. 

In addition, the source said, 
there have been several ver- 
sions of the report— the result 


of efforts, for example, to 
weed out error and to keep a 
promise of confidentiality 
given one informant. 

According to the version of 
the report obtained by Nader, 
the average warranty expense 
for the 196’ models — through 
Dec. 20, 1966— was $41 to Ford 
Motor Co., $43 to General Mo- 
tors, $44 to American Motors 
and $50 to Chrysler Corp. 

Each company gives its deal- 
ers an allowance for inspec- 
tion. of new oars before deliv- 
ery to customers. This kkkal- 
lowance “averages from $20 to 
$40 below actual cost When 
work is done properly by good 
mechanics,” the report says. 

One finding involved “lem- 
ons”— cars with “serious mal- 
functions’ that exceed dealers 
repair capability. 

Warranty Still Valuable 

“It is not the practice of 
American . Motors and Ford to 
replace” such cars, the report 
says. Chrysler has not re- 
placed any, either, but ip one 
unspecified period helped 
dealers dispose of 19 which 
were taken back from “pre- 
ferred customers.” In the 
1964-66 period, the report 
noted, GM replaced 76 defec- 
tive cars with new ones. 

The report says that a com- 
petition for bonuses and other 


benefits among Chrysler’s re- 
gions “is based in part upon 
success in under spending the 
warranty budgets ... To rise 
to the top, a region must hold 
down its warranty costs, possi- 
bly by refusing borderline 
(and legitimate) claims.” 

The FTC staffs said that 
with all its faults, the long- 
term warranty — initiated by 
Chrysler on the 1963 models 
but cutback this year — “has 
unquestioned value in provid- 
ing greater protection to the 
new-car owner” and “builds a 
value into the car which can 
be transferred to subsequent 
owners . . m” 



